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I 

To the Shareholders: 

It is my task today to appear before you and to 
give an account of the progress of Rich’s during 
the past year. This is a task that gives me great 
satisfaction, for I have had over the decades a 
sense of great pride in Rich’s, not alone because 
of its success as merchant to the South, but also 
because of its towering stature as a Southern in¬ 
stitution. 

SALES 

In our fiscal year just closed, Rich’s in Atlanta 
and Rich’s in Knoxville did a total volume of 
$73,845,313. That compares with $65,834,335 in 
the preceding fiscal year. The increase is 12.17 
per cent. 

NET INCOME 

We earned, after all deductions, $2,161,587. 
I must in candor report, however, that our profits 
were reduced by $288,880.57. This reduction is 
attributable, in large part directly but in part in¬ 
directly, to the extraordinarily high and non-re¬ 
curring expense of opening our new facilities in 
Knoxville. There were numerous and large direct 
costs necessarily incident to that opening and also 
large indirect costs involved in the time, attention, 
and energies of Rich’s in Atlanta in getting the new 
Rich’s in Knoxville properly launched. 

KNOXVILLE INVESTMENT 

In thus reporting to you, I should add that your 
management believes this reduction of earnings is 
properly to be regarded as an essential investment 
in what is certainly a promising and, your man¬ 
agement is confident, an assured future. It is my 
personal belief that this investment will not only 


yield handsome returns to the people of Knoxville 
and eastern Tennessee, but also yield earnings to 
the shareholders of this company. I may say in this 
connection that as a result of our efforts the Knox¬ 
ville store is experiencing gains in sales over last 
year running in the order of 40 per cent. This 
increase of sales together, of course, with prudent 
and economical management will permit us to 
show earnings on our investment in Knoxville and 
increased earnings on the total capital that the 
shareholders have committed to Rich’s in both 
cities. 

SOME GROWTH PROBLEMS 

It is tempting here to talk about the department 
store business. To me, I must confess, it has always 
been and is now a romantic business. You will 
pardon me for saying that I am always thrilled 
when I think of assembling goods from all over 
the world for the use of our customers. But I am 
afraid that if I yielded to the temptation to talk in 
that vein you would think me unduly sentimental, 
so I would like simply to indicate to you in a few 
brief words what I regard as two of the funda¬ 
mental problems confronting Rich’s as it goes into 
this second half of the twentieth century. Of course, 
we have a multitude of little problems. I shall not 
bother you with them, only with the big ones. 

THE SOUTH GROWS 

First, we have the fact that the South is growing 
with explosive rapidity. That growth, which is 
bringing Atlanta and the South into its own, is a 
matter of self-congratulation to all of us. It creates 
opportunities. But it confronts Rich’s with the 
problem of finding the right combination of pru- 
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dence and boldness that will allow us to keep 
abreast—and indeed ahead—of the growth in our 
locality and in our more general Southern environ¬ 
ment. 

RICH’S MUST GROW 

It would be inappropriate for me at this time 
to attempt to bring before you the many aspects 
of this problem of matching Rich’s growth to the 
South’s. I will only say that it is not a problem 
that is likely to be solved with great drama. It will 
in part be solved piecemeal by unremitting atten¬ 
tion to detail and by maintaining a successfully 
competitive posture in a very competitive business. 
But it must also be solved by being alert to the 
trends of trade and to opportunities for overt ex¬ 
pansion. It will be necessary for your management 
to be successful on both fronts to maintain our 
present great position and to make it even greater. 

ANOTHER PROBLEM 

The foregoing fundamental problem of Rich’s is 
one that it shares with all established and success¬ 
ful Southern businesses. The second fundamental 
problem that I wish to mention is one that is shared 
not only by Southern business but by all American 
business. Unless the problem that I now mention 
can be solved there is no hope of solving the first. 

PERSONNEL SHORTAGE 

I refer to the fact that the prodigious growth of 
American business and industry in the postwar 
world, especially in the South, has created a grave 
shortage of managerial personnel in nearly all eche¬ 
lons, but especially in the middle and higher ranks 
of management, where men must be equipped not 
merely with techniques and the ability to follow 
directions but also equipped with the breadth of 
background and experience that will permit them 
to participate in policy formation and business 


leadership. As I have indicated I regard this prob¬ 
lem as paramount, because if it is not solved no 
other major business problem can be resolved. 

TRAINING FOR LEADERSHIP 

Unfortunately, moreover, the business of acquir¬ 
ing managerial personnel, the tax structure what it 
is, the shortage what it is, and retirement systems 
that bind people to their jobs being what they are, 
cannot any longer be solved in major part by the 
good old and bad old process of simply hiring 
somebody away from somebody else. It may in 
some small part be solved by such traditional 
means, but American business, Rich’s included, is 
going to have to train management personnel of 
its own, recruiting younger men in management 
levels and bringing them on as they develop. This 
is in my judgment—a conclusion reached, I am 
sure correctly, by so many other heads of Ameri¬ 
can business—the only way. 

EFFORT REQUIRED 

Unfortunately, the training of people to the 
level of experience necessary for policy decision 
and higher business leadership is not easy. It re¬ 
quires that you find good young men, in the first 
place; it then requires that constantly, over a 
period of years, you let them have experience 
in the various phases of the business—in its mer¬ 
chandise policies, its operating techniques; that 
they be made intimately familiar with the things 
that have made the business successful, with their 
responsibilities to personnel, to the customers, and 
to the shareholders; and that they be taught the 
financial facts of life. This means that they must 
have access to top management, must be guided, 
tutored, permitted to criticize, and to try their 
wings, admonished when they have failed through 
their own fault, and inspired when they have 
succeeded. 
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AND EXPENDITURE 

All this is not done without an immense ex¬ 
penditure of energy, immense patience, careful 
planning and, I must say, some expenditure. Yet, 
in my opinion, the energy, patience, and expendi¬ 
ture are necessary and will in the future, when 
devoted to this task, represent the essential that 
will sort out the businesses that are going to suc¬ 
ceed from the businesses that will quietly coast 
downhill. 

ON MANAGERIAL LEVEL 

It is to this fundamental task, if I may be per¬ 
mitted a personal reference, that I, who have loved 
Rich’s so much, intend in the next years to devote 
my time and energies. I am sure that this task of 
recruitment and training, where we have succeeded 
so brilliantly at the sales level, will yield an equal 
success at the managerial level. 


WELCOME, NEW DIRECTORS 

At this time I wish to say how pleased we have 
been to welcome to our Board of Directors this 
past year Miss Frances Rich, Ivan Allen, Jr., and 
Joseph Heyman. These distinguished people will 
aid us all in the tasks that lie ahead. 

APPRECIATION OF ABILITY 

At this time, moreover, I wish to add a word of 
compliment and affectionate regard to the officers 
and employees of Rich’s. Without their high ability, 
graciousness of manner, and devotion to this great 
institution, Rich’s would not exist. I count it an 
honor to be associated with such people. 



Atlanta, Georgia 
April 10, 1956 
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RICH’S INC. 

Fiscal year ended January 28, 1956 


STATEMENT OF INCOME 

Net sales (including leased department sales of $1,410,909). $73,845,313 

Carrying charges on accounts receivable and miscellaneous other income 1,168,487 

$75,013,800 

Deduct: 

Cost of goods sold. $48,097,239 

Operating and general expenses. 22,097,014 

Provision for doubtful accounts less recoveries. 91,634 

Interest on long-term debt. 233,326 70,519,213 

INCOME BEFORE INCOME TAXES $ 4,494,587 

Provision for taxes on income of the year: 

Federal normal income tax and surtax. $ 2,163,000 

State income taxes. 170,000 2,333,000 

NET INCOME—Note H $ 2,161,587 

Provision for depreciation and amortization for the year 
amounted to $1,169,877. 

STATEMENT OF SURPLUS 

CAPITAL SURPLUS 

Balance at January 30,1955 . $ 772,736 

Add: 

Excess of par value over cost of 933 shares of Preferred Stock 

acquired during the year. 4,651 

Excess of proceeds of Common Stock sold from treasury 

over the cost thereof. . 318 

Balance at January 28, 1956 . $ 777,705 


EARNED SURPLUS 

Balance at January 30, 1955 . $13,156,943 

Add: 

Net income for the year. $ 2,161,587 

Addition resulting from elimination of reserves for 
estimated expenses—Note G. 418,000 2,579,587 

$15,736,530 

Deduct cash dividends declared: 

Preferred Stock—$3.75 a share. $ 107,020 

Common Stock—$0.70 a share (on basis of shares after 2-for-l 

stock split on May 10, 1955). 984,193 1,091,213 

Balance at January 28, 1956 . $14,645,317 

See notes to financial statements. 
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BALANC 

RICH’! 

January 


ASSETS 

Current assets: 

Cash. 

Customers regular and installment accounts receivable and other 
current accounts, less deferred service charges and allowances for 
doubtful accounts. 

Merchandise inventories: 

On hand—at lower of cost (first-in, first-out basis) or market, as 

determined by the retail inventory method, less allowances . . $ 7,896,058 

In transit—at cost. 1,535,157 

TOTAL CURRENT ASSETS 
Miscellaneous investments (at cost) and other accounts. 

Buildings and other improvements to leased property, fixtures and 
equipment—at cost, less allowances for depreciation and amortization 

Deferred charges. 


$ 2,619,567 

15,685,026 


9,431,215 

$27,735,808 

214,005 

9,048,522 

344,599 


$37,342,934 

L- ■ ■ T- - 1 

See notes to financial statements. 
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I SHEET 

INC 

S, 1956 


LIABILITIES 

Current liabilities: 

Trade accounts payable, pay roll, and other accrued items. 

Estimated federal and state taxes on income. 

Portion of long-term debt payable within one year. 

TOTAL CURRENT LIABILITIES 


Long-term debt: 

2.25% note payable to bank—due $500,000 in December, 1956, 

shown above as current liability. $ —0— 

2.85% notes payable to insurance companies—due $100,000 an¬ 
nually through 1956, $216,000 annually thereafter through 1961, 
and $220,000 in 1962 (after deducting current maturity of 
$100,000 shown above). 1,300,000 

2.90% notes payable to insurance companies—due $100,000 an¬ 
nually (commencing 1957) through 1962, and $175,000 an¬ 
nually thereafter through 1970 . 2,000,000 

3 V£% notes payable to insurance companies—due $50,000 an¬ 
nually (commencing 1959) through 1962, $150,000 annually 
thereafter through 1968, and $200,000 annually thereafter 
through 1975 . 2,500,000 


Capital stock and surplus: 

Capital stock: 

Cumulative Preferred Stock, par value $100 a share, authorized 
44,400 shares, issuable in series—Note A: 

3 3 A % series—issued 29,400 shares; held in treasury for retire¬ 


ment 1,275 shares; outstanding 28,125 shares. $ 2,812,500 

Common Stock, without par value—Note B: 

Authorized 2,000,000 shares; issued 1,415,704 shares; outstand¬ 
ing 1,415,071 shares (after deducting 633 shares held in 
treasury at cost of $7,791) 5,905,649 

Capital surplus. 777,705 

Earned surplus—Note E. 14,645,317 


Long-term leases—Note D 


$ 4,396,254 
2,405,509 
600,000 

$ 7,401,763 


5,800,000 


24,141,171 

$37,342,934 
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RICH’S, INC. 

NOTES TO FINANCIAL STATEMENTS 

January 28, 1956 


NOTE A—The 3 Y*% series Cumulative Preferred Stock is 
redeemable in whole or in part at $102.50, plus accrued divi¬ 
dends. In accordance with sinking fund provisions, the Com¬ 
pany has, since February 1, 1948, purchased and retired at the 
rate of 700 shares a year, 5,600 shares of the original issue of 
such Preferred Stock and, in addition, has purchased in ad¬ 
vance (at an average price of $93.98 a share) 1,275 shares 
which are held in treasury to meet future sinking fund require¬ 
ments. 

NOTE B—In accordance with a stock option plan approved 
by the stockholders in prior years, options are granted by the 
Company to officers and management employees for the pur¬ 
chase of Common Stock at prices based upon the market value 
at the date of grant. At January 28, 1956, 223,460 shares of 
Common Stock were reserved for issue under the plan, and 
options were outstanding for 132,280 shares at prices varying 
from $6.77 to $10.50 a share. Of the options outstanding, op¬ 
tions for 17,040 shares were exercisable at January 28, 1956, 
and the balance will become exercisable during the next eight 
years as the requirement for continued employment is met. 

NOTE C—At January 28, 1956, the Company had sold to a 
bank, customers installment accounts receivable in the total 
amount of $4,200,000 under agreement (1) to repurchase any 
of such accounts which become delinquent, and (2) to main¬ 
tain net current assets of at least $15,000,000. Allowances, be¬ 
lieved to be adequate, have been provided for any losses on 
these sold accounts. 

NOTE D—Principal properties of the Company in Atlanta are 
occupied under a lease agreement which expires in 1971, and 
provides for a minimum annual rent or 1 per cent of gross an¬ 
nual sales, if greater, plus $106,000. The principal properties 


located in Knoxville are under a lease agreement which expires 
in 1986 and which provides for fixed annual rents. The aggre¬ 
gate minimum annual rents under all leases amount to ap¬ 
proximately $1,025,000 exclusive of taxes, insurance, or other 
expenses which are payable under certain of the leases. 

NOTE E—Although the agreements and provisions relating to 
long-term debt and to the Preferred Stock contain, among 
other covenants, limitations upon the payment of dividends 
(other than stock dividends) and the acquisition by the Com¬ 
pany of its capital stock, $3,230,000 of earned surplus at 
January 28,1956, was free of such restrictions. 

NOTE F—Annual contributions are made by the Company to 
fund the cost of a retirement plan which provides for retire¬ 
ment and death benefits for its employees. The current year’s 
contribution under this plan amounted to $368,305. 

NOTE G—As of January 29, 1955, the Company had made 
provision for reserves for certain estimated expenses which 
were deemed to be deductible under Section 462 of the Internal 
Revenue Code. Such provision (net of applicable tax reduc¬ 
tion) was made by a charge to earned surplus. In view of the 
subsequent repeal of Section 462 the Company has eliminated 
the reserves previously provided, with a corresponding addi¬ 
tion to earned surplus in the amount of $418,000, representing 
reserves eliminated in the amount of $871,000 less the addi¬ 
tional income taxes of $453,000 applicable thereto. The elimi¬ 
nation of these reserves had no significant effect on net current 
assets or earned surplus of the Company. 

NOTE H—Extraordinary costs and expenses incurred during 
the year in connection with the opening of the new Knoxville 
store had the effect of reducing net income for the year by 
approximately $300,000. 


ACCOUNTANTS’ REPORT 

Board of Directors 
Rich’s, Inc. 

Atlanta, Georgia 

We have examined the balance sheet of Rich’s, Inc., as of January 28, 1956, and the related state¬ 
ments of income and surplus for the fiscal year then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly included such tests of the accounting records 
and such other auditing procedures as we considered necessary in the circumstances. 

In our opinion, the accompanying balance sheet and statements of income and surplus present fairly 
the financial position of Rich’s, Inc. at January 28, 1956, and the results of its operations for the fiscal year 
then ended, in conformity with generally accepted accounting principles applied on a basis consistent with 
that of the preceding year. 

ERNST & ERNST 
Certified Public Accountants 

March 16, 1956 
Atlanta, Georgia 
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DEDICATORY PRAYER* 


Our Heavenly Father, who declarest Thy glory and showest 
forth Thy handiwork in the heavens and in the earth, look down, 
we beseech Thee, upon this great center of commerce now being 
opened to serve this city and this region. Give Thy grace, O Lord, 
to all who enter it both to serve and to trade; to those who labor 
here that they may be delivered from the service of mammon, and 
do the work which Thou givest them to do in truth, in beauty, 
and in righteousness, with singleness of heart as Thy servants, 
and for the benefit of their fellow men; and to those who enter 
here for trade that, knowing Thy loving hand hath given them 
all they possess, they may honor Thee with their substance, and 
be faithful stewards of Thy bounty. And to all now gathered 
before Thee for the dedication of this building, grant, O Lord, 
a vision of the city in which it stands, fair as it might be in fulfill¬ 
ment of Thy purpose; a city of justice, where none shall prey upon 
others; of plenty, where greed and poverty shall be done away; 
and of peace, where order shall not rest on force, but on love of 
all for each and of each for all. Visit us, O Lord, with a continual 
sense of Thy presence, and direct us in all our doings with Thy 
most gracious favor, that in all our works begun, continued, and 
ended in Thee, we may glorify Thy Holy Name. 

Amen. 


•Delivered at opening of the Knoxville store Au¬ 
gust 29, 1955, by the Reverend Doctor William 
G. Pollard, Executive Vice President of the Oak 
Ridge Institute for Nuclear Studies. 
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